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FOREWORD 


Projected Defense Purchases: Detail by Industry and State is issued by the Office of the 
Secretary of Defense (OSD). The estimates presented in the report are produced by the 
Economic and Manpower Analysis Division, Office of the Director for Program Analysis and 
Evaluation, Office of the Secretary of Defense. 


The report provides projections of direct and indirect (defense-related) purchases from 
50 major manufacturing industries, and estimates of direct and indirect defense spending in 
each state and the District of Columbia. An introduction presents a brief overview of the 
definitions, budgetary concepts, and expenditure categories used in developing the estimates, 
and offers some guidelines for interpreting them. The tabular material is divided into three 


sections: 


Section I: Summary Tables — Industry Expenditures and Employment, 
Individual States and Entire United States 


Section II: Projections for Selected Industries 


Section III: Individual State Projections 
Descriptions of table formats accompany the projections. 


Additional copies of this report may be obtained on the PA&E public access website 
homepage, http://www.ra.pae.osd.mil/depps. A feedback form for comments is at the end of the 


report. 
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Reader’s Note 


With the 1996 edition of Projected Defense Purchases: Detail by Industry and 
State, the Department of Defense inaugurated a new version of the input-output model 
used to estimate defense and defense-related expenditures. The revisions to the model 
affect the estimates for specific industries, in large part because the industry definitions 
have changed as described below. In particular: 


° The input-output model now includes 320 industries and is maintained by 
Interindustry Forecasting Project at the University of Maryland (Inforum). It 
replaces the previous 429-industry model, which was maintained by 
DRI/McGraw-Hill. Because fewer industries are represented in the new model, 
the definitions of some industries have changed. (The differences are greatest in — 
the agriculture and service sectors.) 


* The model now reflects the standard industrial classification (SIC) system 
promulgated by the Office of Management and Budget in 1987, rather than the 
1982 SIC system, which underlay previous projections. This change also affects 
the definition of industries, particularly the electronics industry. 


Both of these modifications affect projections for individual industries. For . 
example: one of the largest industrial sectors in the earlier projections was the Radio and 
Television Communications Equipment sector, which included electronic sensors used in 
_ many defense applications. The 1987 industrial classification system contains more detail 
on electronics sectors; it is now possible to break out purchases of sensors from the 
remainder of radio and television communications equipment, and to produce projections 
for this individual industry. 


In addition, the industries from which research and development purchases are 
made can now be better identified. Whereas funding for bench research and basic 
exploration was formerly allocated to the major weapons-producing sectors (e.g., aircraft, 
missiles, radio and TV equipment, etc.), such funding is now allocated to research 
laboratory, engineering, and architectural services industries. 


The restructuring was so substantial that the input-output model has been 
renamed. The model is now called the Defense Employment and Purchases Projection 
System, or DEPPS. The projections presented in this report should not be compared 
_ with estimates published before 1996, for states or for industries. 
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INTRODUCTION AND HIGHLIGHTS 


This report presents estimates of defense purchases during calendar years 1999-2005 
from 50 industries that are major defense suppliers. The report also provides projections of 
defense-related employment and of defense and defense-related spending for each of the 50 
states and the District of Columbia during 1999-2005. The estimates are based on the 
President’s budget submission of February 1999, and on the geographic distribution of the 
major components of defense spending in the recent past. A description of the model and data 


used to generate the estimates may found in supporting documentation.! 


The figures reported here are projections; they do not necessarily reflect what actual 
defense expenditures will be in various industries or states in future years. Purchases from 
particular industries will depend upon the size and composition of the defense budget enacted 
by the Congress; the location of purchases will be determined not only by the level of defense 
spending, but also by the location of industries and by competition among firms within 
industries, both for prime contracts and for subcontracts.2 The projections therefore serve as 
benchmarks: they describe the future pattern of defense and defense-related expenditures, 
assuming that each state’s shares of the various components of defense activity remain as they 


were in the recent past. 


The input-output model used to produce the projections was completely rebuilt in 1996, 
and the definitions of industries for which projections are reported have changed. (The new 
projections divide the economy into 320 industries, rather than the 429 industries employed in 
the previous model.) The restructured model produces more accurate and useful projections; 
the changes are significant enough to render comparisons with projections made before 1996 
inappropriate, for states as well as industries. 


Definitions and Coverage 


The estimates presented in the following sections consider both “direct” and “indirect” 
defense expenditures. Direct defense expenditures are those that the Department of Defense 


1 Forthcoming from Economic and Manpower Analysis Division, Office of the Director, Program Analysis and 
Evaluation, Office of the Secretary of Defense, Room 2D311, Pentagon, Washington, D.C. 20301-1800, 
telephone number (703) 697-2999; to be available at http://www.ra.pae.osd.mil/depps. 


2 The Directorate for Information Operations and Reports in the Washington Headquarters Services publishes 
comprehensive data on prime contract awards and personnel expenditures, by state, in a volume entitled Atlas/State 
Data Abstract for the United States. The edition covering fiscal year 1998 is available from the Superintendent of 
Documents at http://web1.whs.osd.mil/mmid/pubs.htm Paper copies are not available. 


(DoD) itself makes. Examples include purchases of goods and services, as well as military and 
civilian pay. | 


Indirect (or defense-related) expenditures, by contrast, represent purchases—generated 
throughout the economy—of items used to produce goods bought by DoD. That is, indirect 
expenditures reflect the costs of materials, tools, and parts that prime contractors buy from 
suppliers in order to perform work for which DoD has contracted. Those sales, in turn, trigger 
subsequent rounds of transactions, as subcontractors purchase goods and services from their 
major suppliers and those firms place orders with companies at lower tiers of the production 
chain. The term “indirect defense purchases” applies to this sequence of purchases—of goods 
and services from subcontractors and lower-tier suppliers. | 


“Indirect defense purchases resulting from direct pay,” shown in the state-level tables in 
Section III, refer to the production of goods and services consumed by DoD’s civilian and 
military employees. Estimates of these expenditures are included in the statewide tables 
because the concept has been of interest to planning agencies and others concerned with local 
economic development. The methods used to generate these estimates are viewed as 
experimental, however, and are still under development. Indirect defense purchases resulting 
from direct pay are not included in the industry estimates reported in Section II. 


The employment estimates include DoD civilian employment and employment resulting 
from direct and indirect DoD purchases of goods and services. Employment generated by 
indirect purchases resulting from direct pay (i.e., by personal consumption expenditures) is not 
included in the estimates. 


Budget Concept Employed. The DEPPS projections are expressed in terms of outlays. 
Outlays represent disbursements of funds made during the course of a year. In contrast, budget 
authority is the amount of money that Congress authorizes DoD to obligate in any given year. 
Budget authority differs from outlays in that contractual obligations (which must be within the 
limits set by budget authority) often call for payments to be spread over a period of years, as 
work is completed. (Budget authority for RDT&E and procurement projects, in particular, 
tends to be disbursed over several years.) Thus, during periods of budget growth, budget 
authority tends to exceed outlays in any given year. 


Coverage. The federal budget is divided into a number of sections (called “functional 
categories”), each containing programs serving a common purpose. National security-related 
programs are grouped into Functional Category 050 (National Defense). This category includes 
all of the Defense Department’s military programs plus national security programs administered 
by other federal departments, such as the Department of Energy. It excludes nonmilitary 
programs managed by the Department of Defense (for example, highway bridge inspection 
projects conducted by the Army Corps of Engineers). 


The DEPPS projections are based on a narrower budget grouping, Functional Category 


051 (Department of Defense, Military). This category includes all of the Defense Department’s 
military programs, but excludes national security programs administered by other agencies and 


DoD programs serving civil functions (principally. public works projects of the U.S. Army 
Corps of Engineers). The projections also include disbursements of military retirement pay. 


The defense budget (defined here to include only those programs falling within 
Functional Category 051) is partitioned into five major accounts: military personnel; operations 
and maintenance (O&M); procurement; research, development, test, and evaluation (RDT&E); 
and military construction. The titles of these accounts are reasonably descriptive of the types of 


expenses they cover: 


. The military personnel account covers the pay of active-duty service members and 
reservists as well as some other personnel-related expenses, such as permanent 
change-of-station travel and purchases of military uniforms. Also included in this 
account is DoD’s share of the government’s annual payments into the Military 
Retirement Fund (see below). 


° The O&M account funds the day-to-day operations of the defense establishment. 
Money from this account goes to purchase fuel and other consumable items and to 
pay all but a small share of DoD’s civilian work force. 


° The procurement account covers purchases of weapons and equipment, and other 
military capital goods. 


e The RDT&E account pays for the development and testing of new military systems, 
and for other research activities and associated civilian pay. 


° The military construction account covers the cost of constructing military facilities 
and of providing housing for military personnel and their dependents. 


The DEPPS projections include disbursements of military retirement pay from the 
Military Retirement Fund (Functional Category 602 in the Budget of the United States 
Government). This trust fund receives payments from the military personnel account of the 
defense budget (i.e., from Functional Category 051) as well as from the general fund of the 
federal budget; the balance in the Military Retirement Fund is invested in U.S. government 
securities and earns interest. Annual disbursements from the Military Retirement Fund are 
currently larger than DoD’s annual payments into it. 


The DEPPS projections include all outlays from the DoD military personnel account 
except payments into the Military Retirement Fund. Military pay and annuity payments to 
military retirees have different geographical patterns; accordingly, the projections use two 
different, historically-based distribution rules—one for military pay and one for retirement pay. 
Because the DEPPS projections include disbursements of retirement pay, the summations across 
states of direct defense purchases slightly exceed outlays from Category 051. 


Highlights of the Projections 


The composition of projected defense purchases is quite different from the composition 
of purchases in the nondefense economy. Figure 1 presents information on the composition of 
projected defense and nondefense final purchases in 2000, excluding salaries. A large 
proportion of defense purchases—52 percent—are made from manufacturing industries. In 
contrast, only about 32 percent of nondefense final purchases are made from the manufacturing 
sector of the economy. Services constitute about 42 percent of defense final purchases, but | 
about 63 percent of nondefense final purchases. (These are non-labor purchases; if DoD 
personnel costs are included, the share of purchases from manufacturing industries is roughly 
equal to the economy-wide share.) | 


Figure 2 presents information on the composition of estimated defense and nondefense 
indirect purchases—the sales of tools, materials, and supplies used as intermediate goods in the 
production process. Indirect defense purchases more nearly resemble their nondefense 
counterparts than do direct defense purchases; manufacturing accounts for about 39 percent of 
projected defense indirect purchases, and for about 35 percent of projected nondefense indirect 
purchases. Services account for half of projected defense and nondefense indirect purchases. 


The first table in Section I of this report lists the 50 non-food/tobacco manufacturing 

_ Industries with the largest (direct plus indirect) projected defense production. While some of 
these industries are armaments or defense-oriented (shipbuilding, tanks and tank components, 
aircraft, and guided missiles, for example), a significant share of defense purchases are made 
directly or indirectly from industries not so obviously oriented toward defense activities (e.g., 
electronics, blast furnaces and steel mills, motor vehicle parts, industrial controls, telephone and 
telegraph equipment, and apparel). 


Defense-Related Employment. Defense-related civilian employment (including the 
civilian work force of the Department of Defense) represents about 1.8 percent of projected 
total U.S. civilian employment in 2000. The composition of defense-related civilian 
employment (in 2000) differs somewhat from that of nondefense employment. The differences 
reflect the manufacturing intensity of defense purchases, as well as specific employment - 
patterns of the individual industries from which defense purchases are made. 


Occupations primarily associated with manufacturing industries (e.g., precision 
production, craft, and repair) account for a large share of defense-related employment 
(17 percent), while service and agricultural workers account for a large proportion of 
nondefense employment (22 percent) (see Figure 3). Engineering workers also account for a 
somewhat larger share of defense-related employment (6 percent) than they do of nondefense 
employment (1 percent). More detailed tabulations of defense-related employment (including 
engineering and scientific personnel, by specialty) are provided in Section I. 


Defense Expenditures by State. Table 1 presents estimates of direct, indirect, and total 
(direct plus indirect) per capita defense expenditures in 2000 for each of the nine U.S. census 
divisions and for the United States as a whole. For each region and each expenditure category, 


, 


the table provides both an estimate for the census region and a range of estimates corresponding 
to the upper and lower bounds of the projections for the individual states within the region. 


The geographic distribution of defense expenditures reflects both the distribution of 
military personnel and DoD civilian employees, and that of the industries that make defense 
goods. While New England, for example, ranks seventh among the nine census regions in 
defense pay per capita, it ranks third in total projected defense purchases and third in total 
projected direct expenditures. 


The dispersion within regions is large relative to the dispersion across regions. For 
example: 


° Seven of the nine regions contain one or more states in which total projected 
defense expenditures (direct plus indirect from direct) exceed the national average, and all nine 
regions contain one or more states in which these expenditures are less than the national 
average; in only two regions are these expenditures less than the national average in all the 
states. 


° Eight of the nine regions contain at least one state in which total projected defense 
expenditures are less than 70 percent of the national average, and all nine regions contain at 
least one state in which total projected defense expenditures are greater than 70 percent of the 
national average. At the same time, six regions contain at least one state in which total 
projected defense expenditures are less than 50 percent of the national average, and seven 
regions contain at least one state in which total projected defense expenditures are greater than 
95 percent of the national average. 


The DEPPS projections describe the pattern of defense and defense-related expenditures, 


_ assuming that the geographic distribution of the various components of defense activity remains 


what it has been in recent years. The actual course of completion of defense contracts may 
produce a future geographic pattern that differs from historical distributions. 


Total Defense Expenditures. Table 2a displays expenditures from the entire DoD 
budget by major account, as well as procurement expenditures for major categories of weapon 
systems. The sum of expenditures each year is the total of DoD's outlays for the calendar year. 
Table 2b displays indirect defense expenditures. 


Limitations of the Projections 


The projections of defense purchases presented in Section II comprise direct and indirect 
purchases from various industries. They attempt to include all defense purchases, whether or 
not the purchases are made domestically. 


By contrast, the state-level projections in Section III include only purchases and pay 
estimated to be made in the 50 states and the District of Columbia. They exclude expenditures 


made abroad or in U.S. territories, the pay of military personnel stationed on ships in foreign 
waters, and expenditures for imported goods. In order to factor out such expenditures, 
historical data showing the distribution of military personnel are used and an assumption Is 
made about the level of defense imports. Specifically, it is assumed that, for the products of 
any given industry, imports constitute the same share of defense purchases as they do of civilian 
purchases. Because the Defense Department is required to channel most of its purchases to 
domestic firms, and because defense purchases often represent specialized products, the 
percentage of defense purchases accounted for by imports may be lower than this assumption 
suggests. To the extent that this is the case, the projections will underestimate the proportion of 
defense expenditures occurring in the United States. 


Comparisons With Previous Estimates 


The input-output model used to generate estimates for this report has been rebuilt since 
the document was last issued. The revisions to the model affect results for specific industries. 
In particular: 


¢ The input-output model now includes 320 industries and is maintained by 
Interindustry Forecasting at the University of Maryland (Inforum). It replaces a 
429-industry model that was maintained by DRI/McGraw-Hill, which was used 
before 1996. Because fewer industries are represented in the new model, the 
definitions of some industries have changed. (The differences are greatest in the 
agriculture and service sectors.) 


e The model now reflects the standard industrial classification (SIC) system 
promulgated by the Office of Management and Budget in 1987, rather than the 1982 
SIC system, which underlay previous projections. 


Both of these changes affect projections for individual industries. For example, one of 
the largest industrial sectors in the earlier projections was the Radio and Television 
Communications Equipment sector, which included electronic sensors used in many defense 
applications. The 1987 industrial classification system contains more detail on electronics 
sectors; it therefore is possible to break out purchases of sensors from the remainder of radio 
and television communications equipment, and to produce projections for this individual 
industry. 


In addition, the industries from which R&D purchases are made now are better 
identified. Whereas funding for bench research and basic exploration was formerly allocated to 
the major weapons-producing sectors (e.g., aircraft, missiles, radio and TV equipment, etc.), 
such funding is now allocated to the research laboratory, engineering, and architectural services 
industries. 


Given the significance of these changes, the DEPPS projections should not be compared with 
estimates published in earlier editions of this report, for states or for industries. 
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Table I. 


Estimated Defense Expenditures Per Capita, 2000 


(By region, in 2000 dollars) 


Direct Indirect 
from 
Direct 
Region Pay Purchases Total Purchases Total 
New England 252 907 1159 569 1728 
(172 - 553) (327 - 1065) (502 - 1439) (294 - 722) (1000 - 1959) 
Mid-Atlantic 176 354 531 406 937 
(112 - 241) (298 - 521) (410 - 744) (326 - 507) (736 - 1251) 
South Atlantic 816 830 1646 551 2197 
(160 - 3004) (98 - 2929) (258-5933) (329-1375) (590 - 7308) 
East North Central 186 214 400 433 833 
(95 - 269) (139 - 332) (240 - 572) (333 - 514) (573 - 1086) 
West North Central 297 570 867 436 1303 
(98 - 744) (144-1292) (331 - 1656) (303 - 546) (634 - 2202) 
East South Central 447 533 980 437 1418 
(227 - 608) (300 - 781) (673 - 1338) (335 - 604) (1060 - 1907) 
West South Central 49} 463 954 545 1499 
(330 - 779) (126 - 546) (456 - 1080) (346 - 594) (802 - 1633) 
Mountain 523 48] 1004 428 1432 
(300 - 750) (102 - 710) (402 - 1326) (231 - 568) (737 - 1807) 
Pacific 547 735 1281 535 - 1817 
(172 - 2213) (56 - 1357) (229 - 3176) (342 - 1939) (571 - 4841) 
United States 440 553 992 486 1479 
(95 - 3004) (56 - 2929) (229 - 5933) (231 - 1939) (571 - 7308) 
Source: RDEPPS calculations 
NOTES: The numbers in parentheses reflect the lower and upper bounds of the estimates for individual states in the regions. 


New England: Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island, Vermont 
Mid-Atlantic: New Jersey, New York, Pennsylvania 
South Atlantic: Delaware, District of Columbia, Florida, Georgia, Maryland, North Carolina, 


South Carolina, Virginia, West Virginia 


East North Central: Illinois, Indiana, Michigan, Ohio, Wisconsin 
West North Central: lowa, Kansas, Minnesota, Missouri, Nebraska, North Dakota, South Dakota 


East South Central: Alabama, Kentucky, Mississippi, Tennessee 


West South Central: Arkansas, Louisiana, Oklahoma, Texas 


Mountain: Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, Utah, Wyoming 


Pacific: Alaska, California, Hawaii, Oregon, Washington 
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SECTION I: SUMMARY TABLES- _ Industry Expenditures and Employment, 
Individual States and Entire United States 


The summary tables provide an overview of estimated defense expenditures and 
employment. The Table 3 presents estimates of total defense purchases from the 50 
non-food/tobacco manufacturing industries leading in defense production in 2000. These 
estimates include both direct and indirect purchases. Table 4 presents estimates of defense- 
related employment by major occupational category, while Table 5 provides more detailed 
estimates of defense-related employment of engineers and scientists. 


The remaining five tables present state-level information: 


° The first three state-level tables present estimates of direct defense expenditures, first 
in the aggregate and then for selected budget accounts. Table 6 shows outlays (for purchases 
and pay) projected to be made in each state during each year of the forecast period. (The 
estimates assume that state shares of the underlying components of pay and purchases remain at 
recent levels.) The next two tables present statewide estimates by budget category; 

Table 7 shows outlays arising from the procurement and RDT&E accounts, while Table 8 
displays outlays resulting from the remaining accounts. 


° The last two state-level tables present estimates of indirect defense expenditures. Table 
9 shows indirect expenditures arising from purchases made by the Department of Defense; 
Table 10 shows indirect expenditures arising from the wages and salaries of DoD personnel and 
from military retirement pay. 
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Source: RDEPPS calculations 


Table 6. 


Rounded to Millions of 2000 dollars 
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Projections of Total Direct Expenditures, by State 


—————__________________se__________ 


State 1999 2000 2001 2002 2003 2004 2005 
ee __|| |S ee ee 
Alabama 5,952 5,800 5,762 5,787 5,793 5,802 5,868 
Alaska 1,938 1,895 1,881 1,913 1,932 1,960 2,030 
Arizona 5,435 5,344 5,450 5,544 5,638 5,713 5,811 
Arkansas 1,219 1,200 1,189 1,195 1,199 1,205 1,228 
California 42,249 41,181 41,681 42,370 43,191 43,725 44.834 
Colorado 5,705 5,526 5,479 5,458 5,461 5,469 5,482 
Connecticut 4,113 3,880 3,987 4,111 4,291 4,392 4,482 
Delaware 1,178 1,155 1,167 1,182 1,194 1,205 1,227 
District of Columbia 3,179 3,103 3,100 3,100 3,119 3,142 3,225 
Florida 15,973 15,646 15,729 15,887 16,026 16,135 16,280 
Georgia 10,739 10,439 10,359 10,396 10,448 10,503 10,594 
Hawaii 4,075 3,993 3,932 3,960 3,962 3,982 4,062 
Idaho 554 541 - 535 538 537 536 542 
Illinois 4,344 4,242 4,222 4,280 4,310 4,339 4,448 
Indiana 3,395 3,345 3,414 3,448 3,498 3,564 3,665 
Iowa 980 960 983 1,007 1,025 1,043 1,058 
Kansas 2,214 2,177 2,190 2,217 2,238 2,264 2,316 
Kentucky 3,291 3,211 3,167 3,195 3,232 3,275 3,421 
Louisiana 3,556 3,395 3,393 3,445 3,563 3,649 3,829 
Maine 1,954 1,811 1,854 1,908 2,044 2,125 2,173 
Maryland 11,075 10,840 10,911 11,069 11,233 11,358 11,614 
Massachusetts 7,879 7,670 7,814 7,933 8,037 8,110 8,165 
Michigan 2,359 2,323 2,362 2,402 2,423 2,439 2,491 
Minnesota 2,013 1,950 1,998 2,036 2,087 2,113 2,159 
Mississippi 4,011 3,767 3,838 3,944 4,164 4,294 4,369 
Missouri 9,336 9,172 9,433 9,696 9,889 10,054 10,200 
Montana 485 473 469 471 475 479 495 
Nebraska 1,212 1,186 1,183 1,185 1,194 1,204 1,235 
Nevada 1,232 1,211 1,205 1,209 1,208 1,208 1,218 
New Hampshire 1,066 1,046 1,067 1,081 1,094 1,105 1,118 
New Jersey 6,238 6,085 6,101 6,234 6,326 6,398 6,573 
New Mexico 2,374 2,305 2,286 2,291 2,291 2,294 2,309 
New York 7,556 7,435 7,547 7,710 7,850 7,982 8,182 
North Carolina 7,892 7,738 7,595 7,717 dist 7,794 7,997 
North Dakota 697 683 675 682 681 685 696 
Ohio 6,649 6,472 6,488 6,481 6,521 6,562 6,698 
Oklahoma 3,717 3,642 3,613 3,615 3,630 3,655 3,736 
Oregon 796 777 769 768 764 761 764 
Pennsylvania 7,112 6,924 6,959 6,966 6,992 7,020 7,163 
Rhode Island 1,046 1,018 1,013 1,019 1,017 1,016 1,027 
South Carolina 3,997 3,920 3,915 3,954 3,985 4,013 4,082 
South Dakota 419 410 407 410 410 411 417 
Tennessee 3,869 3,809 3,743 3,825 3,847 3,883 3,993 
Texas 21,409 20,906 21,008 21,226 21,530 21,805 22,418 
Utah 1,831 1,787 1,774 1,765 1,762 1,762 1,778 
Vermont 316 310 316 320 324 325 327 
Virginia 30,143 29,246 29,400 29,650 30,103 30,430 30,993 
Washington 8,324 8,138 8,135 8,190 8,277 8,355 8,547 
West Virginia 490 474 468 474 472 470 475 
Wisconsin 1,399 1,366 1,377 1,397 1,426 1,449 1,523 
Wyoming 621 611 584 601 608 621 661 

U.S. Total 279,603 272,536 273,929 277,263 281,057 284,084 289,998 


Projections of Total Direct Procurement and RDT& &E Expenditures, by State 


State 


Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota — 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 


U.S. Total 


Source: RDEPPS calculations 


Table 7. 


Rounded to Millions of 2000 dollars 


1999 


2000 


2001 


2002 


1,482 
123 


87,484 


2003 


1,477 
128 
2,504 
105 
18,855 
2,060 
2,890 
622 


18 
90,455 


2004 


18 
92,160 
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Projections of Total Direct Expenditures Excluding Procurement and RDT&&E, by State 
Rounded to Millions of 2000 dollars 


Source: RDEPPS calculations 


zi 


State 1999 2000 2001 2002 2003 2004 2005 

Alabama 4,395 4321 4.281 4,306 4,316 4,340 4,435 
Alaska 1,828 1,785 . 1,765 1,790 1,804 1,822 1,891 
Arizona 3,178 3,117 3,120 3,121 3,134 3,151 3,215 
Arkansas 1,130 1,109 1,092 1,095 1,094 1,096 1,116 
California 24,743 24,153 24,102 24,151 24,337 24,554 25,371 
Colorado 3,487 3,423 3,405 3,402 3,400 3,409 3,460 
Connecticut 1,464 1,414 1,406 1,412 1,401 1,399 1,433 
Delaware 582 573 565 571 571 575 587 
District of Columbia 2,814 2,762 2,763 2,768 2,792 2,822 2,914 
Florida 10,798 10,608 10,555 10,564 10,556 10,572 10,703 
Georgia 6,949 6,821 6,722 6,730 6,718 6,738 6,852 
Hawaii 3,928 3,855 3,794 3,821 3,824 3,842 3,924 
Idaho 524 512 506 509 508 508 515 
Illinois 3,586 3,493 3,431 3,453 3,443 3,452 3,538 
Indiana 2,290 2,233 2,238 2,226 2,244 2,265 2,346 
Iowa 518 500 497 498 492 488 495 
Kansas 1,900 1,864 1,860 1,871 1,881 1,895 1,940 
Kentucky 3,170 3,094 3,045 3,069 3,102 3,144 3,288 
Louisiana 2,913 2,822 2,787 2,808 2,852 2,896 3,060 
Maine 864 847 830 826 824 826 844 
Maryland 8,181 8,038 8,009 8,074 8,131 8,208 8,461 
Massachusetts 2,802 2,749 2,791 2,809 2,836 2,865 2,953 
Michigan 1,627 1,588 1,575 1,576 1,574 1,576 1,611 
Minnesota 1,068 1,039 1,048 1,051 1,061 1,071 1,115 
Mississippt 2,144 2,106 2,078 2,087 2,082 2,084 2,110 
Missouri 3,059 2,984 2,965 2,968 2,960 2,961 3,010 
Montana 472 461 457 458 462 466 482 
Nebraska 1,142 1,119 1,115 1,117 1,124 1,134 1,165 
Nevada 1,196 1,176 1,170 1,173 1,171 1,170 1,180 
New Hampshire 580 568 576 579 583 586 598 
New Jersey 4,520 4,406 4,364 4,416 4,445 4,487 4,661 
New Mexico 1,865 1,828 1,807 1,809 1,806 1,809 1,833 
New York 4,664 4,570 4,561 4,612 4,645 4,694 4,866 
North Carolina 7,261 TAZ 6,947 7,042 7,044 7,087 7,282 
North Dakota 679 665 657 664 663 666 677 
Ohio 4,796 4,688 4,671 4,636 4,652 4,682 4,825 
Oklahoma 3,431 3,364 3,326 3,316. 3,323 3,342 3,419 
Oregon 732 715 705 703 697 693 697 
Pennsylvania 5,429 5,296 5,290 5,267 5,270 5,287 5,433 
Rhode Island 859 837 829 830 825 823 834 
South Carolina 3,536 3,469 3,434 3,448 3,448 3,458 3,517 
South Dakota 409 401 398 400 400 401 407 
Tennessee 3,393 3,361 3,300 3,388 3,418 3,465 3,589 
Texas 15,449 15,113 15,016 15,046 15,193 15,368 15,961 
Utah 1,510 1,480 1,463 1,448 1,442 1,442 1,461 
Vermont 177 173 175 174 174 173 175 
Virginia 23,494 23,099 23,103 23,190 23,323 23,502 24,067 
Washington 6,472 6,327 6,266 6,261 6,290 6,333 6,519 
West Virginia 466 452 447 453 451 450 455 
Wisconsin 1,231 1,200 1,200 1,210 1,227 1,244 1,310 
Wyoming 603 594 567 583 590 603 642 
U.S. Total 194,305 190,301 189,070 189,779 190,603 191,923 197,242 


SSS 


Projections of Indirect Defense Purchases Resulting from Direct Purchases, by 


State 


Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 


District of Columbia’ 


Florida 
Georgia 
Hawaii 
Idaho 

~ Thlinois 
Indiana 
lowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 


U.S. Total 


Source: RDEPPS calculations 


136,161 133,571 137,493 


Table 9, 


Rounded to Millions of 2000 dollars 


1999 2000 2001 2002 
2,746 2,687 2,754 2,840 
1,305 1,266 1,284 1,336 
2,156 2,135 2,218 2,314 
928 909 936 970 
17,207 16,893 17,403 17,996 
1,987 1,945 2,003 2,070 
1,680 1,648 1,697 1,753 
344 337 347 359 
732 719 747 769 
5,064 5,014 5,200 5,428 
3,932 3,848 3,944 4,083 
690 678 698 726 
464 464 485 508 
4,930 4,801 4,914 5,073 
3,031 2,968 3,068 3,181 
898 879 916 954 
1,250 1,224 1,259 1,303 
1,613 1,580 1,628 1,686 
2,177 2,111 2,146 2,202 
376 370 379 394 
4,189 4,116 4,209 4,376 
4,573 4,473 4,581 4,721 
3,276 3,218 3,327 3,450 
2,094 2,052 2,112 2,185 
966 943 968 1,000 
3,080 3,026 3,115 3,217 
232 227 232 240 
665 653 674 698 
436 432 447 464 
528 520 538 558 
4,220 4,148 4,288 4,456 
1,082 1,057 1,079 1111 
6,035 5,920 6,079 6,283 
2,974 2,929 3,009 3,134 
255 249 255 263 
5,959 5,821 5,998 6,179 
1,720 1,675 1,717 1,768 
1,170 1,161 1,209 1,265 
5,708 5,588 5,758 5,928 
418 412 426 442 
1,651 1,622 1,671 1,740 
244 241 250 262 
2,234 2,189 2,243 2,324 
12,201 11,942 12,251 12,654 
1,104 1,080 1,109 1,153 
306 307 321 334 
8,514 8,411 8,727 9,053 
3,445 3,392 3,503 3,643 
628 612 630 649 
2,493 2,439 2,499 2,583 
248 240 245 251 
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, 142,328 


2003 


2,927 
1,379 


147,568 


2004 


2,993 
1,411 
2,487 
1,039 
19,154 
2,205 
1,859 
385 
813 
5,842 
4,366 


770. 


549 
5,386 
3,396 
1,024 
1,404 
1,801 
2,402 

420 
4,650 
4,953 
3,688 
2,323 
1,072 
3,403 


151,863 


2005 


3,104 
1,485 
2,591 
1,094 
19,974 
2,309 


159,035 


Table 10. 


Projections of Indirect Defense Purchases Resulting from Direct Pay, by State 
Rounded to Millions of 2000 dollars 


State 1999 .2000 2001 2002 2003 2004 2005 

Alabama 1,298 1,263 1,230 1,214 1,202 1,198 1,206 
Alaska 418 407 397 392 388 387 389 
Arizona 1,347 1,319 1,288 1,274 1,264 1,263 1,274 
Arkansas 544 528 513 505 498 495 496 
California 8,503 8,289 8,073 7,970 7,889 7,867 7,915 
Colorado 1,419 1,384 1,346 1,327 1,313 1,309 1,317 
Connecticut 654 637 617 608 600 596 597 
Delaware 230 224 219 216 213 213 214 
District of Columbia 655 637 619 610 603 601 603 
Florida 4,862 4,756 4,643 4,596 4,560 4,556 4,592 
Georgia 2,662 2,600 2,538 2,511 2,490 2,487 2,506 
Hawaii 1,158 1,129 1,101 1,088 1,078 1,077 1,085 
Idaho 274 268 262 259 257 258 260 
Illinois 2,316 2,256 2,191 2,160 2,134 2,124 2,132 
Indiana 1,168 1,145 1,118 1,107 1,100 1,100 1,109 
Iowa 455 443 429 422 416 412 413 
Kansas 739 _ 719 - 700 691 683 680 683 
Kentucky 1,126 1,098 1,070 1057 —yj 1,047 1,045 1,051 
Louisiana 1,026 1,001 974 962 951 948 952 
Maine 372. 364 355 351 349 348 351 
Maryland 1,978 1,930 1,882 1,861 1,845 1,842 1,856 
Massachusetts | 1,176 1,144 1,108 1,090 1,073 1,065 1,065 
Michigan 1,443 1,408 1,365 1,343 1,323 1,312 1,314 
Minnesota 855 841 821 816 813 815 824 
Mississippi 743 723 703 693 685 682 685 
Missouri 1,359 1,326 1,291 1,275 1,262 1,259 1,265 
Montana 231 224 218 215 212 211 211 
Nebraska 501 489 476 470 465 464 467 
Nevada 821 808 788 781 776 776 781 
New Hampshire 256 250 243 240 237 236 237 
New Jersey 1,582 1,541 1,495 1,473 1,455 1,448 1,453 
New Mexico 678 661 644 637 632 632 636 
New York 2,747 2,665 2,571 2,520 2,475 2,448 2,443 
North Carolina 2511 2,517 2,459 2,435 2,418 2,417 2,438 
North Dakota 267 261 254 251 249 248 250 
Ohio 2,326 2,265 2,200 2,167 2,140 2,128 2,134 
Oklahoma 1,226 1,194 1,164 1,149 1,138 | 1,135 1,142 
Oregon 616 601 585 579 573 572 574 
Pennsylvania 2,376 2,318 2,253 2,223 2,198 2,189 2,197 
Rhode Island 298 291 283 280 277 277 279 
South Carolina 1,334 1,302 1,270 1,256 1,245 1,244 1,253 
South Dakota 197 192 187 185 183 182 183 
Tennessee 1,081 1,057 1,030 1,018 1,009 1,006 1,013 
Texas . 5,647 5,512 5,373 5,308 5,261 5,255 5,295 
Utah 618 603 587 580 574 572 575 
Vermont 124 122 118 117 116 ; 116 117 
Virginia , 5,440 5,302 5,177 5,119 5,076 - §,070 5,110 
Washington 2,186 2,132 2,080 2,056 2,038 2,034 2,048 
West Virginia 291 283 275 271 267 266 267 
Wisconsin 845 830 809 800 794 793 799 
Wyoming 162 158 154 152 150 150 151 
U.S. Total 73,209 71,416 69,546 68,679 67,995 67,805 68,206 


Source: RDEPPS calculations 


23 


SECTION II: PROJECTIONS FOR SELECTED INDUSTRIES, IDEPPS 


The tables in this section show projected defense and defense-related purchases from the 
50 manufacturing industries expected to lead in defense production in calendar year 2000. A 
separate table is provided for each industry. | 


The upper portion of each table provides projections of direct and indirect defense 
purchases for calendar years 1999 through 2005. The lower portion of the table shows the 
indirect defense purchases estimated to result from DoD purchases from each of eleven 
industrial groupings. 


The model produces projections for 320 industries; estimates for 50 of these industries 
are presented in this report. Those industries are grouped into 85 sectors in the state-level 
tables presented in Section III. Thus, industrial sector 44, “Aerospace,” appearing in the state- 
level tables, includes four industries: industry 235, “Aircraft”; industry 236, “Aircraft and 
Missile Engines, Propulsion Units, and Parts”; industry 237, “Aircraft and Missile Parts and 
Auxiliary Equipment, n.e.c.”; and industry 21, “Guided Missiles and Space Vehicles.” A 
crosswalk between the industries cited in Section II and the industrial sectors addressed in 
Section III is provided in the appendix. (The appendix also contains a crosswalk to four-digit 
SIC codes.) 


In addition, tables showing sources of defense purchases are provided for the 10 
industries leading in defense production in 2000. : 
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SECTION III: INDIVIDUAL STATE PROJECTIONS, RDEPPS 


The tables in this section give state-level estimates of defense and defense-related 
expenditures in calendar years 1999 through 2005. A separate table presents estimates for each 
of the 50 states and the District of Columbia; an additional table is provided for the entire 
United States. Each table is divided into two parts: the first provides a general overview of 
projected spending trends over the forecast period; the second presents estimates for the 
industrial sectors projected to lead in defense or defense-related sales statewide. 


The first section of each table presents estimates of direct defense purchases, pay, and 
indirect defense purchases for each year of the projection period. (For purposes of comparison, 
projections of nondefense expenditures and of total output—total economic activity—also are 


provided.) 


The second section provides estimates of the dollar value of direct and indirect purchases 
from the five industrial sectors projected to lead in defense sales in the state, and the five 
projected to lead in indirect sales stemming from DoD purchases, over the forecast period. 


The industrial sectors represented in the tables are aggregates of the industries covered in 
Section II. Industrial projections are made for 320 industries. For purposes of the state-level 
reports, these are grouped into 85 industrial sectors. Thus, industrial sector 44, “Aerospace,” 
appearing in the state tables, includes four industries: industry 235, “Aircraft”; industry 236, 
“Aircraft and missile engines, propulsion units, and parts”; industry 237, “Aircraft and missile 

parts and auxiliary equipment, n.e.c.”; and industry 21, “Guided missiles and space vehicles.” . 


Relationship of the RDEPPS State Level Projections to the IDEPPS National Projections 


IDEPPS accounts for every budgeted dollar spent by DoD, at home and abroad. 
RDEPPS accounts for all the dollars that can be attributed to DoD activities that are spent in the 
U.S. RDEPPS allocates DoD-related spending to the states in which it occurs. The state level 
RDEPPS projections of defense expenditures differ from the national IDEPPS projections in 4 
important ways. (1) Dollars spent in the U.S. includes retirement disbursals, which currently 
exceed the budgeted DoD contributions to retirement pay. This discrepancy is the reason that 
total direct RDEPPS spending exceeds total direct IDEPPS spending. (2) IDEPPS projections 
include all DoD expenditures, while RDEPPS projections include only the portion of DoD 


3 Total nondefense expenditures represent the difference between fofal output and total (direct plus indirect) defense 
purchases and pay. Total output is different from, and larger than, gross domestic product (GDP). The calculation of 
GDP nets out intermediate goods—that is, it does not include the value of intermediate products, which are used to 
make (or are included in) goods for final sale. Total output includes these intermediate products. 


87 


expenditures, and active duty and retirement pay, spent in the U.S. (3) The 85 RDEPPS sectors 
are aggregations of the 320 IDEPPS industries; for example, the RDEPPS Aerospace (44) 
sector comprises three IDEPPS industries-Aircraft (235), Aircraft and Missile Engines, 
Propulsion Units, and Parts (236), and Aircraft and Missile Parts and Auxiliary Equipment, 
n.e.c. (237). The correspondence between DEPPS industries and sectors, and Standard 
Industrial Codes, is in the Appendix. (4) Projections of RDEPPS indirect defense expenditures 
include personal consumption expenditures by DoD personnel (Indirect Defense Purchases 
Resulting from Direct Pay), and projections of IDEPPS indirect expenditures include only 
indirect purchases resulting from direct purchases. 
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FEEDBACK FORM 


1. Does this publication provide the information you need to interpret the projections in 
which you are interested? If not, what are the most important missing items? 
2. Do the projections for your industry or state seem to be reasonable? 
3. Are there other published forecasts with which the projections for your industry or state 
can be compared? 
4.- Which projections are most and least useful to you? 
LEAST 


LTT & 


Direct defense purchases for an industry 
Indirect defense purchases for an industry 
Direct defense expenditures for a state 
Indirect defense expenditures for a state 
Geographic distribution of direct purchases 
Geographic distribution of indirect purchases 


TT 


Other: 
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5. Comments on the format of the tables in this report: 


OPTIONAL 


Name 


Title 


Company 


Address 


City State Zip 


Return to: 


Economic and Manpower Analysis Division 

Office of the Director, Program Analysis and Evaluation 
Office of the Secretary of Defense 

1800 Defense Pentagon 

Washington, D.C. 20301-1800 


or E-MAIL to: 


depps@osd.pentagon.mil 


*U.S. GOVERNMENT PRINTING OFFICE: 1999-721-075-94288 
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